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2 KEY ECONOMIC INDICATORS: AUSTRALIA 


All values in million US$ Exchange rate: A & B-US$1.00=A$0.89; 

unless otherwise stated, C-US$1.00=A0.84,except Export & 
Import figures where weighted 
average USS$1.00=A$0.865 used. 








Item A B Cc D* 
Years are fiscal years (FY) (FY 70) (FY 71) (Cumulative % 
(Fy 72) Change 
INCOME, PRODUCTION, EMPLOYMENT ——; 
GNP at current Prices (12/71) 33,828 29.432 21,135 +10.9 
GNP at Constant (FY 67) Prices (12/71) | 30,417 | 31,779 + 3.6 
Per Capita GNP,Current Prices (9/71)/$)| 2,718 + 6.1 
Plant & Equipment Investment (12/71)* 1,677 +16.5 
Labor Productivity Index (FY 67=1000) 1,094 NA 
Avg.Weekly Earnings (Males) (9/71)($) 85.45 +11.5 
Personal Income (9/71) 25,475 +13.7 
Ingot Steel Prod.('000 tons) (12/71) 6,769 - 1.7 
Electricity Prod.(mil.kwh) (12/71) 53,796 +15.5 
Employment ‘11/71) ('000 persons) 5,314 + 22 
Avg.Unemployment Rate (Est)(%) (11/71) 1.45 - 
MONEY AND PRICES Bd 
Money Supply (12/71) 16,671 + 8.7 
Public Debt Outstanding (12/71) 14,790 | 15,163 + 5.2 
External Debt (12/71) 1.770 : 2.0 
Ext.Debt Service Ratio (12/71) (%) 28 NA 
Interest Rates te 
Saving Bank Deposit Rate(1/72) (%) 3.75/5.00 3.75/5.@) 3.75/5.00 - 
Com'l. Bank Overdraft Rate (1/72) (%) 8.25 8.25 8.25 - 
Consumer Price Index (FY67=100) (12/71) 109.4 + 7.0 
BALANCE OF PAYMENTS AND TRADE Bs ann 
Gold & For.Exch.Reserves (1/72) 1,728 +77.3 
Balance of Payments (12/71) +/- +42.7 +627.4 - 
Balance of Trade (1/72) +/- +461.8 - 
Exports, FOB (1/72) 4,642 +10.2 
U.S.Share ‘12/71) 626 +12.3 
Imports, FOB (1/72) 4,361 - 0.9 
U.S.Share 12/71) 1,084 okt. 520 -21.8 


Main Exports to US(6 mo.FY72): Meat($167.5),Chemicals (including alumina) 
($40.8), Sugar ($33.3),Metalliferous ores & scrap ($24.5), Non-ferrous 
metals ($15.3), Fish products §12.8),Greasy wool ($5.3), and Iron & steel 
($4.5). 


Main Imports from US(6 Mo.FY72): Machinery (non-electric) ($131.3), Transport 
equipment ($94.5),Electrical machinery($32.3),Chemical elements/compounds 
($30.9),Professional & scientific instruments ($21.6) and Chemical materials 
& products ($12.8). 

Footnotes:*C/same cumulative portion of B(computed in A$ where applicable); 
**Estimate. 


Sources: Official publications of Commonwealth Government. 
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SUMMARY 


The Australian economy is growing moderately, but unevenly among 
sectors. There is concern over both escalating price increases and 
the growth of unemployment. The volume and value of agricultural 
output are recovering from the low levels of FY 1971. With un- 
certainty over intern-tional exchange rates removed, wool sales and 
the wool price have recovered moderately. Industrial output is 
generally increasing, although there have been cutbacks in iron 

and steel output, and the motor vehicle industry faces some reduc- 
tions. Growth of minerals production has slowed down because of 

the restrained world markets. Longer term prospects for minerals 
are still very favorable. Private capital expenditure is falling 
off, but government expenditures are growing strongly. Consumer 
expenditure is still sluggish despite record saving and income levels. 
Financial conditions have become easier. The Federal Government has 
taken a number of steps to ease unemployment including restoration 
of the 20 percent investment allowance. Larger surpluses have been 
recorded on trade and the balance of payments. International 
reserves have been built up rapidly during the past year. 


Australia offers a favorable climate for investment from abroad. 
However, a Senate Select Committee is going to look closely at the 
role of foreign investment. US exports should expand as Australia's 
economy grows and its mineral deposits are developed. Competition 
is strong, but US exporters should benefit from the recent exchange 
realignment. Possible adjustments in some Australian tariff rates 
may be ahead. The US Trade Center facilities and Export-Import 

Bank loans and guarantees can both be used to advantage by US 
exporters. 
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CURRENT ECONOMIC SITUATION AND TRENDS 
Moderate Growth Amidst Uncertainties 


The Australian economy has continued to show moderate aggregate 
growth, with uneveness among sectors. This has occurred against 

a background of uncertainty over international monetary issues as 
well as domestic concern over accelerating inflation and rising 
unemployment. For the first six months of FY 1972, Gross National 
Product grew by about 4 percent (in real terms), about the same 

as the real growth rate for all of FY 1971. 


During the quarter ending in December 1971, 23 indicators of 
production for major industrial items showed gains from a year 
earlier while the remaining 8 indicators showed a decline. Output 
of a wide range of consumer durable items, in particular, as well 
as gas, electric motors, and synthetic fibre woven cloth showed 
the strongest gains. Items showing decreased production were 
mostly basic iron and steel products whigh faced declining orders 
in both the domestic and overseas markets. The very important 
motor vehicle industry showed moderate growth during the December 
quarter but stock levels had been increasing. Moreover, the 
industry faces a reduction of vehicle exports both to South Africa 
and New Zealand. Cutbacks in employment in the industry were 
announced in February 1972. 


Weather conditions have been generally more favorable for agri- 
cultural crop production and grazing industries. The volume of 
rural production is estimated to increase by 4.5 percent for FY 
1972. Sugar and meat production are expected to contribute most 
significantly to the greater volume. The most serious problem on 
the marketing side continues to be that of wool. The Australian 
Wool Commission bought up large quantities of wool at the auctions 
during the final quarter of 1971 and early 1972 to support the 
price. However, wool sales and price improved as overseas buying, 
particularly from Japan, picked up following the realignment of 
international exchange rates in December. With increases antici- 
pated in the volume of production of most major agricultural 
commodities, and including wool deficiency payments, the gross 
value of rural production during FY 1972 is expected to increase 
by 8.5 percent. (This compares to a decline of 8 percent during 
the previous year.) Growth of production in the minerals sector 








has slowed down in recent months because of the more restrained 
level of activity of the world economy, and particular of Japan. 
Rapid growth of output has continued nevertheless for iron ore 
and concentrate, nickel concentrate, natural gas, and crude oil. 
Coal, lead and zinc production have been affected for a number 
of months recently by industrial disputes as well as by the 
world demand situation. Longer term prospects continue to 
appear very favorable. Strong expansion is expected in pro- 
duction and exports of iron ore, aluminum, natural gas, and 
coal. Continued growth is also expected for nickel, lead, zinc, 
mineral sands, and manganese. 


Private capital expenditure showed signs of falling off during 
the December quarter, the first significant drop in this sector 
for several years. The trend was mixed. Non-residential 
construction, which had been one of the most buoyant sectors, 
appears to have fallen off, but residential construction which 
had been lagging picked up slightly. Investment in capital 
equipment and throughout the manufacturing sector has held 
steady. Investment in the mining sector has continued to grow 
strongly. However, as several major projects near completion, 
this sector may level off (at a high level) in the near future. 
Commonwealth Budget outlays for the first six months of FY 1972 
were running about 19 percent higher than for the preceding year. 
Consumer spending continued to show only sluggish growth despite 
record levels of wages and savings. 


Financial conditions have become easier. Strong growth of 
private sector liquidity was accompanied by the reduction of 
bank reserve and interest rate requirements. Money supply 
increased by 8.7 percent over the year earlier. Public deposits 
with all savings banks reached new record levels and were 7 per- 
cent higher in December than a year earlier. Bank loans and 
advances increased by 10 percent over the same period. 


Labor Market Eases As Wages and Prices Increase 


The available labor force grew less rapidly during the past twelve 
months, due to a slowing down of immigration. The number of 
employed persons grew by 1.2 percent, the slowest rate of the 
past ten years. Registered unemployed slightly exceeded 2 percent 


of the labor force in December 1971 and January 1972 (the summer 
holiday and school-leaving period). On a seasonally adjusted 
basis, the rate was 1.6 percent, which was still cause for wide 
concern. Nearly half of the unemployed are outside of metro- 
politan areas, reflecting a continuing decline in rural opportuni- 
ties. Despite the easing of the employment market, work stoppages 
and labor disputes became more common and more difficult to settle. 


Weekly wage rates have increased by about 11 percent during the 
past year. Several factors may exert further upward pressure on 
wages. Yet to be resolved is the flow-on to other industries of 
an interim award to the metal industries last July and a 9 
percent increase granted recently to Government employees in the 
State of Victoria. The annual national wage case due to be heard 
in November by the Commonwealth Conciliation and Arbitration 
Commission was postponed until February. This delay possibly 
brought a temporary respite from a new surge of wage increases. 


Price rises continue to gain momentum. The consumer price index 
rose by 7 percent for the year 1971 (versus 4.9 percent for 1970, 
and 2.9 percent for 1969). The rise during the December quarter 
was at an annual rate of 9.2 percent, the sharpest gain in ten 
years. In February, Broken Hill Proprietary Ltd., Australia's 
dominant iron and steel producer increased prices by 5 percent, 
following an increase of 8 percent last June. This was expected 
to be passed on to raise costs and prices throughout manufacturing 
industries. 


Measures to Stimulate Employment 


The Federal Budget presented in August 1971 was aimed directly 
at combatting inflation by restraining the growth of public 
authority spending. As the unemployment rate has moved upward 
(without, however, any slowing down of price and wage increases), 
the Federal Government has taken a series of steps to stimulate 
employment. In December, interest rates and bank reserve re- 
quirements were lowered. In February 1972, the Federal Gcvernment 
agreed to increase unemployment benefits and other social welfare 
payments and to increase grants and loans to the various states 
for public works and rural employment programs. It also agreed 
to restore the special allowance for income tax of 20 percent of 








new investment in manufacturing. The allowance had previously 
been suspended in January 1971 (when budget expenditures were 

cut by $100 million as an austerity measure to combat inflationary 
pressures). 


Strong Surpluses on Trade and Payments 


For the first seven months (through January), of FY 1972, 
Australian exports amounted to $3,197 million, an increase of 
10 percent over the corresponding period of FY 1971. Sub- 
stantial gains were shown in exports of meat, sugar, iron ore 
and concentrates, and alumina. Exports of wool declined sub- 
stantially as did certain other metalliferous ores. Imports 
for the first seven months of FY 1972, were $2,816 million, an 
increase of 1 percent. Imports were higher for textile yarns, 
special iron and steel products, and electrical machinery. 
Pulp and paper and transport equipment were among imports showing 
a decline. 


After seven months of FY 1972, Australia's favorable balance on 
trade was approximately $380 million. This was well ahead of 

the favorable balance of $257 million for the entire year FY 

1971. Net apparent capital inflow is also greater than during the 
corresponding period of the preceding year. Australia's balance 
of payments showed a surplus of about $600 million half way 
through FY 1972. Its international reserves have grown strongly 
and now stand at nearly $3.5 billion. 


Following the decision to fix a new gold value for the US dollar 
in December, a new rate for the Australian dollar was fixed at 
(US) $1.1934. It was an appreciation of 6.3 percent over the 
previous parity with the US dollar, but represented a depreciation 
of 1.75 percent in relation to the previous parities with 
Australia's trading partners as a whole. The decision to 
depreciate slightly the Australian dollar was the result of a 
political compromise between the Liberal and Country Party members 
of the governing coalition. The Country Party favored devaluation 
part way with the US dollar to benefit incomes of exporters of 
agricultural products and manufacturers. Some qualified observers 
believed that the Australian dollar was left slightly undervalued 
as a result. However, the continuing sharp rise in prices in 


Australia at a faster pace than that experienced by Australia's 
major trading partners may be rapidly nullifying the effects of 
any undervaluation. 


IMPLICATIONS FOR THE UNITED STATES 
Favorable Business Prospects 


-Australia is an attractive market for US exports and offers a 
generally favorable climate for foreign investment. Political 
stability is ensured by its well functioning Parliamentary type 
of democratic government, and rights of individuals and property 
are safeguarded under its legal system and institutions. 


Per capita income in Australia is one of the highest in the world, 
creating a high demand for goods and services. United States 
exporters now sell annually over $1.2 billion in goods to 
Australia and supply about one-fourth of its imports. Expansion 
of US export opportunities should take place particularly in 
association with the development of Australia's rich mineral 
deposits and related processing. industries. The best sales 
prospects are for items of capital equipment and other products 
which incorporate the most modern technology. High tariff rates 
have been set for most manufactured goods to protect a fairly 
extensive Australian manufacturing industry. However, a waiver 
or reduction of high tariff rates may be obtained under the 
"by-law" procedures for items used in production if these or 
"suitable equivalents" are not produced in Australia. 


Opportunities from Recent and Prospective Changes 


The devaluation of the US dollar late in 1971 should improve the 
prospects for US goods to compete in price in the Australian market 
with items of domestic production and with imports from the UK, 
Japan, Germany and other European industrial countries whose 
currencies were revalued significantly upwards in relation to the 
US dollar. US exporters may wish to examine carefully whether 

new sales opportunities have resulted from the realignment of 
exchange rates because of the relatively better price of US goods. 


The Australian Tariff Board was instructed during 1971 to review 
systematically the customs tariff with a view to removing excess 
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tariff protection. It has initially begun to review a wide 
variety of products in the Machinery category. The two largest 
sectors covered by the initial review are the Domestic Appliances 
and Earthmoving Equipment industries. The whole review will 
require some years to complete, but tariff changes will take 
place as the review of each individual sector is completed and 
the relevant Tariff Board recommendations adopted. The entrance 
of the United Kingdom into the Common Market may bring an end 

to Commonwealth Tariff Preferences which up to now give an 
advantage to British goods over US products in the Australian 
market. US exporters should be alert for any tariff changes 
consequent to these developments to determine whether prospects 
for US export sales to Australia may be improved. 


Foreign Investment Under Inguiry 


The Australian Senate has decided (despite the opposition of its 
Government party members) to appoint a committee to inquire into 
foreign investment in Australia. The committee is expected to 
begin in March to hold hearings and collect data. The terms of 
reference of the committee include an examination of overseas 
ownership and control of Australian resources, firms, and in- 
dustries; takeovers of Australian firms by overseas interests; 
and ways of assisting Australians to obtain equity participation 
or to retain control of such enterprises. Meanwhile, the 
Federal Treasurer has instructed the Treasury Department to 
prepare a White Paper on foreign investment. The Government 
position is that the White Paper should be the starting point 
for any look at the subject. American firms investing in 
Australia should be aware that Australian Government policy 

for some years has encouraged (but not made obligatory) equity 
participation by Australian interests in new ventures by overseas 
investors in development of Australian resources. At the same 
time Government spokesmen have consistently reiterated that the 
Government welcomes overseas capital which will continue to be 
needed for the rapid development of Australian resources. 


In recent years, Australia has seen a striking growth of non- 
bank financing institutions and more varied concepts of financing. 
Foreign, particularly US investors, have been most prominent in 
this field. There have been indications of Government concern 
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that activities of these institutions are not subject to the 
regulations and controls (reserves, interest, rates, etc.) 
applied to regular banking institutions to manage the economy. 
Possibly, efforts may be made to extend similar controls to the 
non-bank financial institutions as well. 


Areas to Watch 


The Government has tightened up its regulation of resale price 
maintenance practices, and the High Court has cleared the way 
for the Federal Government to apply stricter controls and pro- 
hibitions on restrictive trade practices. 


Unless the sharply rising rate of price and wage increases is 
checked fairly soon, the Australian Government may consider 
some form of wage and/or price controls. The Government may 
be influenced by the results of measures adopted in the United 
States and more recently in New Zealand. 


Australia is now well launched on a program for full conversion 
to the metric system over a five-year period. Marking of 
packaged goods and revision of the customs tariff to show metric 
equivalents have already begun. A number of other steps are to 
be taken in 1972 and 1973. US exporters should be aware of the 
gradual change to metric specifications in the Australian market 
over the next few years. 


US Facilities Can Help Exporters 


The United States Trade Center in Australia, located at Sydney, 

is designed to supplement the efforts of US firms to increase 

their sales to Australia. Firms may take part in regular pro- 
grammed exhibits at the Center which feature specific product 

lines or they may make use of the Center's facilities for individual 
promotions in the intervals between the regular exhibits. Firms 
which have exhibited goods at the Center since it opened in 1970 
have reported highly successful sales prospects and results. 


US firms selling goods and services abroad should look into the 
advantages of using the export financing programs and services 
offered by the United States Export-Import Bank. The Bank's 
programs of loans and guarantees can be adapted to virtually any 


situation for financing large purchases or purchases on extended 
terms. 
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